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YELLOWKNIFE BEAR MINES LIMITED 


To the Shareholders, 
YELLOWKNIFE BEAR MINES LIMITED. 


Your Directors are pleased to present their report for the year ended June 30, 1974 together 
with detailed Financial Statements, Balance Sheet and Auditors’ Report for the past fiscal year. 


FINANCIAL 


The Schedule of Marketable Investments and current assets, minus liabilities as of June 30, 1974, 
amounted to $9,600,000.00. The above figures do not include the heavy crude oil reserves mentioned 
elsewhere in this report, or the light oil (1,533,494 gross barrels) and gas reserves which your Company 
owns. 


In the Statement of Income and Expenses, you will note an item of $383,461.00 written off. This 
represents acquisition and exploration money expended in the years 1951-1953 which were to be returned 
to Yellowknife Bear out of smelter returns, when the small ore body on the claims was brought into 
production. The Company owning the claims has been unable to achieve production and it was felt 
this amount should be written off. The balance of the write offs are in line with your Company policy 
of writing off lease costs as the properties are abandoned and dry hole costs as they occur. 


Dividend payments inaugurated in 1953 have been made by Yellowknife Bear in twenty of the 
last twenty-two years and without interruption for the past sixteen years. 


INVESTMENTS 
General Development Corporation 
Your Company owns 552,040 shares of General Development Corporation. During the past 
year, the price of General Development on the New York Stock Exchange, along with all other stocks, 
and particularly land development companies has been severely depressed. General Development earned 
58 cents per share during the first six months of this year. This would indicate an earning for the year, 
under the new accounting rules of approximately $1.16 per share. 


Midcon Oil & Gas Limited 


Your Company owns 1,564,490 shares of Midcon Oil & Gas Limited, which is about 36.4% 
of the total outstanding stock of Midcon, and represents effective control of that Company. 


Midcon owns approximately 61 Billion Cubic feet of recoverable gas reserves and has under 
contract a further 5.1 Billion Cubic feet. 


Midcon supplies gas to both the City of Medicine Hat and the Western Co-operative Fertilizer 
Plant. Neither Contract has a price re-negotiation clause. However, both the City of Medicine Hat 
and the Western Co-operative Fertilizer Plant have requested Midcon to increase gas deliveries very 
significantly. It is felt that any increase will be at much higher prices than present contracts. 


EXPLORATION 
Northern Canada 


The discovery of oil at Prudhoe Bay, Alaska in 1968 sparked exploration activity in the Canadian 
North which has since resulted in oil and gas discoveries in the Mackenzie River delta and on the 


Canadian Arctic Islands. A pipeline construction application for a gas pipeline from Prudhoe Bay and 
the Mackenzie Delta via the Mackenzie River valley is expected to be filed this fall. If this pipeline 
materializes, it will offer the first transportation outlet for either oil or gas from the Canadian North. 


Mackenzie Delta 


Yellowknife Bear has been active in the Canadian North since 1965 when we acquired 471,314 
acres of permit in the Mackenzie Valley area some 100 miles east of Inuvik. Last winter Union Oil 
of Canada drilled a wildcat well on this Yellowknife Bear permit block, and the location of which was 
based on a seismic and geological study made at the cost of over half .a million dollars. The well which 
cost over 1.5 million dollars was a dry hole but it provided additional geological information on our 
permit block and provided enough work credits to keep the permits in good standing until 1976. Union 
earned a 50% interest in the block by drilling this well. 


Arctic Islands 


Yellowknife Bear holds a 50% interest in 322,225 acres of Federal Government Petroleum 
Permits in three different areas of the Canadian Arctic Islands. During the past winter, your Company 
earned a further 1.09% interest in an additional 159,579 acres of Federal Permit on Axel Heiberg 
Island, offsetting a Yellowknife Bear Permit, by contributing 2.18% of the cost of drilling the Pan Arctic 
et al Middle Fiord well. This well was a dry hole but provided sufficient drilling credits to extend our 
Arctic Island permits in this area for about two years. 


Upper Mackenzie Valley 


Yellowknife Bear holds varying interests of from 3.125% to 12.5% in over half a million acres 
of permit and lease extending along the Mackenzie Valley pipeline corridor from about 50 miles 
downstream to about 100 miles upstream of the Norman Wells Oilfield. Your Company had a 25% 
interest in an unsuccessful wildcat drilled on Imperial Oil farmout, 50 miles downstream from Norman 
Wells last winter. Past exploration resulted in one oil discovery which will however not be commercial 
until trunk pipeline facilities become available along the Mackenzie Valley. 


Future Plans for Northern Canada 


The Canadian Federal Government withdrew the old rules covering leasing and royalty regulations 
in the North almost three years ago. As a result you cannot determine today how much of a permit you 
can lease in the event of a discovery or what royalty you will pay on oil or gas production in Northern 
Canada. In addition, the 1974 Federal Budget proposed in May would have substantially increased 
taxes on Canadian Oil and Gas producers. 


Yellowknife Bear has been active in Northern Canada for many years and last winter participated 
in three wildcat wells which (with partner participation) in total cost about five million dollars to drill. 
In view of the uncertainty of the current land regulations and the uncertain federal tax situation your 
directors cannot justify further exploratory expenditures in Northern Canada until the ground rules are 
more firmly established. We will therefore adopt a holding position in the Canadian North until the 
situation is clarified. 


Cold Lake 


Yellowknife Bear holds 3,360 acres of Petroleum and Natural Gas lease at Cold Lake, Alberta 
just south of the lease block on which Imperial Oil is now operating a steam injection secondary recovery 
project licensed to produce 4,000 bbls. per day of heavy oil. 


Yellowknife Bear recently agreed (subject to a formal agreement being signed) to pool a portion 
of our Cold Lake lease block with adjacent leases of Great Plains Development Co. of Canada (a 
subsidiary of Burmah Oil Canada Limited) at Cold Lake with Great Plains as’ operator. 


Great Plains and Yellowknife Bear have also joined by way of a cash contribution the Imperial 
Oil Steam Injection Project on adjacent acreage to the North of our property and are now receiving data 
from this project. 


Yellowknife Bear had participated in two steam injection secondary recovery pilot projects at 
Cold Lake with Great Plains between 1965 and 1970, which produced about 100,000 bbls. of oil. These 
Operations were shut down in September 1970, because at that time the Cold Lake oil price was only 
$1.58 per bbl. at Lloydminster, which after payment of trucking charges to Lloydminster, gave us an 
obviously uneconomic wellhead price of about 50 cents per bbl. 


We have already demonstrated that it is technically possible to produce Cold Lake oil by steam 
injection and an enormous reserve of heavy oil is available from this source if a high enough market 
price can be obtained for the oil. With the ever increasing energy requirements of North America, it 
is quite conceivable that a substantial increase in the price of Canadian oil will occur. This would make 
the reserves of the Cold Lake area economic. The total oil in place in the Sparky and Cummings zones, 
underlying the 3,360 acres of Yellowknife Bear Lease is estimated to be over 742,000,000 barrels. 


The Yellowknife Bear and Imperial Oil leases blanket an area which contains the thickest known 
section of oil bearing sand in the Cold Lake area. Thus, when and if crude oil price increases make 
recovery of Cold Lake oil reserves economic, Yellowknife Bear will have one of the best sites for steam 
injection secondary recovery operations in the entire district. 


The price of Lloydminster Oil has now increased to $5.62 per bbl. which would net about $4.60 
per bbl. at Cold Lake after trucking charges. Preliminary calculations based on the results of our 
previous pilots indicate this $4.60 per bbl. wellhead price to be approximately $2.00 per bbl. below an 
economic production level. It should be kept in mind however, that the Canadian Federal Government 
through an export tax currently controls the price of crude oil at a level which for September 1974 is 
$5.20 below world prices. If this tax were removed there is no question that Cold Lake oil would be 
economic to produce at $9.80 per bbl. wellhead price. 


Great Plains and Yellowknife Bear are currently testing an Intercomp three dimensional computer 
model which simulates the flow of three phases (water, liquid hydrocarbon “oil” and gas) in one, two or 
three dimensions. 


By using the data obtained from our previous pilots as the basis, we hope to determine the 
optimum well spacing pattern, length of cycle for huff and puff steam injection, optimum depth and 
thickness of steam injection cycle, etc. It is possible we may be able to fully finance this computer 
program by offering participation to other companies with Cold Lake area leases. 


The Cold Lake area is capable of producing large amounts of crude oil profitably from proven 
reserves at prices significantly below current world crude oil prices. To do so, however, will require 
enormous amounts of capital investment in steam generators, steam injection facilities, hydro forming or 
other refining upgrading facilities for the heavy oil and pipeline transportation facilities. 


The Yellowknife Bear directors cannot under present conditions justify enormous investments 
in a full scale steam injection production project at Cold Lake. We think, however, that it is inevitable 
that when Canada becomes a net importer of oil (which will happen this decade unless crude oil prices 
are increased) both the Federal and Provincial governments will surely realize that it would be economic 
nonsense to import higher priced foreign crude from Arab countries, rather than produce less costly 
domestic reserves from Cold Lake and the Athabaska Tar Sands. The tragedy of the situation is that 
a lead time of about five years will be required to build significant productive capacity at either Cold 


Lake or at the Athabaska Tar Sands and unless governments act soon to increase crude oil prices to 
make this project economic Canada will be oil deficient before 1980. 


Yellowknife Bear will continue to maintain its Cold Lake interests and keep abreast of 
developments at Cold Lake and as soon as it becomes economic we will embark on a full scale production 
program there. 


South Ricinus 


In 1972 Yellowknife Bear participated in the drilling of a wildcat well, Albany Amoco Ricinus 
1-15 34-8 W5th which encountered a thick D-3 reef and had a calculated absolute open flow of 460 
million cubic feet of gas per day. A follow up well drilled about one mile north east encountered reef 
200 feet below the reef top at the discovery well, and below the water line. Yellowknife Bear holds an 
814 % interest in the discovery well to pay out of costs of that well after which your Company’s interest 
reverts to 242%. Yellowknife Bear also has a 242% interest in 3,200 acres of land and an 844% 
interest in a further 3,840 acres of land in this same area. 


Aquitaine Company of Canada Limited who operate the Ram River gas processing plant some 
20 miles northwest of our Ricinus well have offered to purchase the interests of all the participants in 
this well for a substantial cash consideration and indications are that almost all participants will accept. 
Your Company has decided to retain its interests in this area. We feel that if Aquitaine do purchase a 
major interest in this area they would probably seriously consider putting the discovery well on 
production at an early date by processing its gas through the Ram River gas plant. 


Guatemala 


Yellowknife Bear has agreed to pay 4% of the costs of drilling two offshore structures outlined 
by seismic work off the east coast of Guatemala to earn a 2% interest in 611,500 acres. 


This Guatemala petroleum concession is currently held 50% by Inco and 50% by Westcoast 
Petroleum Limited. Inco will retain its 50% position in the project and pay 50% of the costs of the 
drilling program. Westcoast have farmed out half their interest to Canadian Superior and half to a 
group consisting of Western Decalta Petroleum, Comparex (a French Company) and Yellowknife Bear 
Mines Limited, so the Westcoast interest will drop to 25% after the two wells have been drilled. 


An offshore rig of Western Oceanic Inc., is under contract to drill the two wells as soon as it 
completes drilling three other wells further north in the Gulf of Mexico for Chevron, Elf Oil and Union 
of California. Tubing and casing for the wells has been purchased and the first well should be spudded 
before the end of the year. 


On behalf of the Board of Directors, 


J. DOUGLAS STREIT, 
President. 


August 27, 1974, 
Toronto, Ontario. 
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WEST RICINUS FIELD 

LEDUC D-3 
Gas In Place 2140 Billion Cubic Feet 
Marketable Gas 1000 Billion Cubic Feet 


Current Production 400 Million Cubic Feet Gas/Day 


RICINUS FIELD 
\ | LEDUC D-3 


Gas In Place 350 Billion Cubic Feet 


Marketable Gas_ 180 Billion Cubic Feet 
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SOUTH RICINUS FIELD 
Discovery Well Albany-Amoco Ricinus 
2-15-34-8 W5M 
Completed Sept., 1972 


460 MMcf/d 
a uncompleted 
6-14-34-8 W 5 
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YELLOWKNIFE BEAF 


(Incorporated under the Lay 


ASSETS 
Current 


Cash and interest bearing term deposits ................. 
Sundry receivables and prepayments. eee 
Income taxes recoverable”. =. = pure ae 


Marketable Investments, at cost 
(Quoted market value $8,405,528; 1973 $11,547,236)... .. 


Interest in Oil and Natural Gas Properties (Note 2) 


Oil and natural gas reservation, at nominal value ....... 
Oil and natural gas reservation, leases and exploratory per- 
ints; at COSt) -.cechie see ee eee 


Oil well development and equipment, at cost —less net 
income to, date 44224 2 es 


Investments in Subsidiary and Other Companies, at Cost Less 
Amounts Written Off or Reserved (per schedule) 


Subsidiary Companies (Note 1) 


—— Shareholdings:|... ha sc aes a) ee ee ee 
— Cash advances... 2s ee 


Other Companies 
— Shareholdings, less allowance for decline in value of 
5138,016;°1973,0$1 29'S 87] ae 
— Cash advances 954 632)... 1) ae ee 
—Cash advances to Columbia Metals Corporation 


Limited less allowance for decline in value of 
$383.46 [Pes es ee 


Other Assets 


Drilling deposit (represented by Government of Canada 
bonds, at cost, par value $6,000 — quoted market value 

$3; L809 9937853300: pees ener eee eae 
Mininspropertics,-atscost aso, ee ae 


Fixed assets, at cost (less accumulated depreciation of 
$143691:°1973:$11 963) oe ee ee 


1974 


$ 2,028,591 


1555192 


$ 2,163,743 


$ 7,487,552 


$ 1 
1,665,538 


891,280 


$22,550,519 


$ 5 
4 

39,165 
5,073 

1 

$ 38,868 
$ 4,830 
9,262 

1,308 

$ 15,400 
$12,262,382 


This is the balance sheet referred to in 01 


Balance Sheet a. 


1973 


$ 1,906,078 


152,425 
574,840 


$ 2,633,343 


$ 7,609,742 


$ 1 


1,671,414 


1,014,770 
$ 2,686,185 


$ 5 
4 

109,375 
5,073 
383,462 
$497,919 
$ 4,830 
20,445 
4,037 

$ 29312 
$13,456,501 


MINES LIMITED 


f the Province of Ontario) 


t June 30, 1974 


LIABILITIES 
Current 


1974 
ZXCCOUNISS PAV ADIC graeme: in ree Teg Lt ek Riel o,... $ 51,786 
SHAREHOLDERS’ EQUITY 
Capital Stock 
Authorized 
5,000,000 shares — par value $1 each 
Issued and Fully Paid 
Ars le Oateshates eer et wee ee eS els $ 4,814,041 
1 CET Tg roe ee te ne er 7,396,555 
$12,210,596 
The accompanying notes form an integral part of the financial 
statements and should be read in conjunction therewith. 
On behalf of the Board: 
J. DOUGLAS STREIT, Director. 
W. E. REARDEN, Director. 
$12,262,382 


port to the shareholders dated July 29, 1974. 


1973 
$ 82,453 


$ 4,814,041 
8,560,007 
$13,374,048 


$13,456,501 


JOHNSON, STEWART, BOURNE, BROWN & Co. 
Chartered Accountants 


335 Bay Street 
Toronto 1, Canada 


AUDITORS’ REPORT 


To the Shareholders of 
YELLOWKNIFE BEAR MINES LIMITED: 


We have examined the balance sheet of Yellowknife Bear Mines Limited as at 
June 30, 1974 and the accompanying statements of income and expense, retained 
earnings and source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position 
of the company as at June 30, 1974 and the results of its operations and the source and 
application of its funds for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


JOHNSON, STEWART, BOURNE, BROWN & CO., 
Chartered Accountants. 


Toronto, Ontario, 
July 29, 1974. 


YELLOWKNIFE BEAR MINES LIMITED 


Notes to the Financial Statements 


As at June 30, 1974 


Note 1: Consolidated financial statements were not prepared for the reason that the assets of certain 
subsidiary companies consist principally of unpatented and unproductive mining properties 
for which shares of the capital stock of the subsidiaries have been issued at varying prices. 
It is the opinion of the Company’s directors that consolidated financial statements would 
not truly reflect the position of the Company’s affairs. 


NoTE 2: No provision has been made for the depletion of lease acquisition costs. 


Note 3: The aggregate remuneration paid to Directors and Senior Officers as defined by the Business 
Corporation Act, 1970, amounted to $58,233 (1973 — $55,100). 


Balance — Beginning of the 
Add — Income for the year 


Deduct — Loss for the year 


Statement of Retained Earnings 
For the Year Ended June 30, 1974 


ECOL eee eer ees . 


= Dividendswaeclaredeand Paid 2) 24.2 b.c0 hee ee oes 


Balance — End of the Year 


1974 


$8,560,007 


$8,560,007 


Ss 178;329 
3855123 


$1,163,452 
$7,396,555 


1973 


$8,919,748 
2d, 02 


$8,945,130 


Se ee 
3895173 


$2585, 123 
$8,560,007 


YELLOWKNIFE BEAR MINES LIMITED 


Statement of Income and Expense 
For the Year Ended June 30, 1974 


Income 1974 1973 
Participation in Oil Revenue after deducting royalties and pro- 
duction expenses <2 S5usa5 ee $ 228,135 $ 173,232 
Deduct — Oil and gas exploration expenses................. 75,159 148,175 
$ 152,976 $ 23,057 
Deduct — Applied to Oil Well Development costs ............ 152,976 25,0579, 
$ — $ — 
Exploration and Development Expenses — Mining 
Mining exploration... 54. =e eee $ 18,383 $ 271 
Engineering fees and “expenses cee 2,455 5,663 
Taxes, licenses;and’ miscellaneous]... 12) ee ee 2,025 1,904 
$ 22,863 $ 7,838 
Other Income 
Dividends received from Canadian Corporations ............. $ 138,382 $ 136,614 
Dividends received from Foreign Corporations —net ......... 46,312 37,881 
Interest: earned = 5...0 0 2 ee ee ee eee 218,208 177,290 


Capital (loss) on sale of investments (including valuation 
adjustments of shareholdings in other companies of $8,129; 


1973-— $498) os ea ck et ee ee eee ( 102,673) ( 68,280) 

Gain (loss) on foreign exchangese 99 ( 51,427) 34,295 
$ 248,802 $ 317,800 

General and Administrative Expenses 
Depreciation’; ¥ ick ..2 na noe a $72,729 $ 2,810 
Directors’: feés*s.c 55 he ee ee 2,900 3,100 
General ‘and’ office. sa3% 4. oo + es ee eee 17,246 10,925 
Lévalsand audit 2°: ice. owes oe ee 9,308 11,029 
Rerit and oificessetvices. . J... ee ee 12,245 11,513 
Salaries — management and office ........................ 68,183 63,950 
Shareholders’ reporistand expenses) 34 ae ee 12,146 14,437 
Transfer * andSregistraraéxpense. 4). 220 ee 23,353 22.352 
Travel. <p Mieco ne te ee 3,472 2,383 
$ 151,582 $ 142,499 
Income Before Undernoted Items ............................. $ 74,357 $ 167,463 


Abandoned Wells and Mining Properties 


Lease and swell-Costsste- ci.giste nc cites eee Ce ee 454,342 142,081 
Mining claims and exploration expenses ................... 14,883 — 
ae $ 469,225 $ 142,081 
Decline in value of advances made in the years 1951-1953 to Columbia 
Metals: Corporationsimited a) ee 383,461 — 
$852,686 $142,081 
Income (Loss) for the Year. ......ssssssi(‘(i(é‘ié‘iw¥a¥NwwWn ddd ee ($ 778,329) S$7425,382 


Earnings (Loss) Per Shares. 20) 204 2.44.20 0 on ee (16.2¢) S¢ 


YELLOWKNIFE BEAR MINES LIMITED 


Statement of Source and Application of Funds 


For the Year Ended June 30, 1974 


Source of Funds 


Operations 


Net income for the year before abandoned wells and 
AIDING DLOPC Liles waren ee er eon ns os os 


Add — Charges to operations not affecting working capital 


Sale.or. investments (COSt Vale). - ee meee oe. ho a 


Pncometaxes rerundaple. se ee eee 


Application of Funds 
Purchase of investments — marketable ................... 


Purchases of interest in oil and natural gas reservations leases 
atCge XP OC ALOLY SDE LIN Sie wee cer et ale cs oe oe are 


Oil well development and equipment expenditures .......... 
Povidcucsideciared ana Haldeman ne eee ae 


PUL CN ASC Oly DNDN D7 ChAUAS pres wee iy ee oes eels so ok 2 


Working Capital Increase (Decrease) ........................ 
Working capital —— Beoinning Ol Weal 442.02. oo oe 


Working Capital— End of Year ........................... 


1974 


S$ 74,357 
2315295 

$7 305,652 
1,043,887 


$1,349,539 


$ 921,697 


10,728 
467,224 
385,123 

3,700 
$1,788,472 

($ 438,933) 

2,550,890 
$2,111,957 


1973 


$ 167,463 
58,665 

$ 226,128 
300,294 
530,850 


30,937 
$1,088,209 


$ 349,092 


105,676 
374,111 
2 Ree 2) 

S329 


SL20 7.275 
($ 
2,019,950 
$2,550,890 


129,066) 


YELLOWKNIFE BEAR MINES LIMITED 


SCHEDULE OF MARKETABLE INVESTMENTS 


As at June 30, 1974 


No. of 

Algoma Steel’Corporation, Ltd soe fe ee 10,000 
Alminex std: pce cemeuke. pe rcueetesa cts ssc, Lae eee eae ta 167,700 
Atlas Yellowknife Mines Ltd. (566,250 Escrowed) ...... 1,000,000 
Bell-Canada-— Common... 2. 0) ee eee ee 15,000 
Canadian, Pacific: Railway .Co, $3: PIG = eee oe 15,000 
CerrotCorporation 2g ee tes ee ee 18,411 
Dome-Petroleum: Limited’. 4. eee 15,000 
Ex-Cell-Os Corporation. .4..2).2 2 ee 5,000 
Falconbridge @opper, MinessLids 7 2.) 5s ete 10,000 
Falconbridge Nickels Minesy td ee 2,000 
General Development, Corps ae4 cer et 552,040 
GiantMascot: Mines Limited. 5 se. 30,000 
Gulf @Oilvof: Canada, Limited’ 2 a 8,000 
Halliburton: Company 7.5. 8....5 70.6. 5 eee ee 400 
Imperial. Oilslimited SA.) ok ha ee 5,000 
Kawecki-Berylcogindtstnics 9. on. 15,009 
J. Ray McDermott (Compe: se ee 3,000 
Midcon.Oil::& Gas sk (cies 1,564,490 
Newmont Mining Corporation 

Series As convertibleas4 oOgrid. 2-250.) eee 4,250 
Pan Canadian Petroleum Limited .................... 15,000 
Shell: Canada tMamiteds Aue. eee eee ee 15,000 
UniroyalInc:s32. sce Oe eee ee 10,000 
Utah’ internationale Inc see eee 2,000 


Balance, June 30, 1974 


Cost 
$ 215,313 
393,156 
50,000 
767,917 
153,878 
679,529 
478,062 
133,677 
91,265 
170,007 
1,434,375 
128,242 
142,090 
66,550 
143,319 
303,164 
253,908 
840,134 


412,756 
233,045 
173,304 
117,108 
106,753 


$7,487,552 


Market 
Value 


$ 280,000 
901,388 
52,050 
609,375 
86,250 
316,99) 
382,500 
69,113 
95,000 
80,500 
2,760,200 
28,800 
200,000 
55,048 
137,500 
171,065 
192,060 
15173;368 


321555 
136,875 
198,750 
76,388 
80,752 


$8,405,528 
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